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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

Order Instituting Rulemaking to Oversee the 
Resource Adequacy Program, Consider 
Program Refinements, and Establish Annual 
Local and Flexible Procurement Obligations 
for the 2019 and 2020 Compliance Years. 

R.17-09-020 
(Filed September 28, 2017) 

PETITION FOR MODIFICATION OF DECISION 19-02-022 BY             
PACIFIC GAS AND ELECTRIC COMPANY (U 39 E) 

In accordance with Rule 16.4 of the California Public Utilities Commission 

(“Commission”) Rules of Practice and Procedure, Pacific Gas and Electric Company (“PG&E”) 

submits this petition for modification (“Petition”) of Decision 19-02-022, effective February 21, 

2019 (the “Track 2 Decision”).  The Track 2 Decision ordered disaggregation of the “PG&E Other” 

local capacity area (“LCA”) for local resource adequacy (“RA”) compliance purposes, among 

other things.  By this Petition, PG&E alerts the Commission of potential compliance issues 

associated with disaggregation of the “PG&E Other” LCA and respectfully requests that the 

Commission modify the Track 2 Decision to provide an “Alternative ‘PG&E Other’ LCA RA 

Compliance Mechanism” (described below in Section III of this Petition) for fulfillment by load 

serving entities (“LSEs”) of their newly disaggregated “PG&E Other” LCA requirements.  The 

alternative compliance mechanism proposed in this Petition would be available to LSEs for the 

annual RA compliance showing due on October 31 of each year for the local RA requirements and 

for the respective monthly local RA compliance requirements.  This modification is necessary to 

avoid potential significant non-compliance issues related to the Commission’s local RA program 

despite LSE good faith efforts.     

This Petition complies with the requirements in Rule 16.4(b) by concisely stating the 

justification for the requested relief and proposing specific wording in Exhibit 1 to carry out all 

requested modifications to the Track 2 Decision.  Factual allegations are supported with specific 
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citations to the record in the proceeding, and allegations of new facts are supported by the 

declaration of Anna Foglesong attached hereto as Exhibit 2 (“Declaration”).  This Petition is being 

served on all parties to Rulemaking 17-09-020 in accordance with Rule 16.4(c).  Finally, this 

Petition is being filed less than a year after the effective date of the Track 2 Decision and thus is 

permitted under Rule 16.4(d).  

In addition, as discussed below in Section IV, PG&E requests expedited consideration of 

this Petition and is concurrently filing a motion to shorten the comment period, due to the 

exigencies noted in this Petition.  PG&E seeks a final decision on this Petition prior to the annual 

RA compliance showing deadline of October 31, 2019, in order to provide LSEs with certainty 

regarding compliance issues. 

I. BACKGROUND 

Below, PG&E sets forth background information necessary to understand the reasons for 

PG&E’s submittal of this Petition, including information related to (A) the establishment of the 

“PG&E Other” LCA, (B) disaggregation of the “PG&E Other” LCA in the Track 2 Decision, 

(C) Energy Division’s report titled “The State of the Resource Adequacy Market,” issued on 

September 3, 2019, and (D) PG&E’s relevant  research and market activities since the issuance of 

the Track 2 Decision.   

A. THE “PG&E OTHER” LOCAL CAPACITY AREA 

Decision 06-06-064 established an approach for aggregation of certain LCAs for RA 

purposes in 2007 in order to address market power concerns.1  After determining each LSE’s local 

RA obligation in each LCA, the Commission determined that six LCAs within the PG&E territory 

(Humboldt, North Coast/North Bay, Sierra, Stockton, Greater Fresno, and Kern) should be 

aggregated as one such that an LSE could procure RA capacity in any of these LCAs to fulfill their 

aggregated requirement.2  These six aggregated LCAs are collectively known as the “PG&E 

                                                           
1 Decision 06-06-064, pp. 35-38, Finding of Fact 48, Conclusion of Law 15, Ordering Paragraph 1. 
2 Id., p. 37. 
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Other” LCA.  The Commission permanently aggregated for RA compliance purposes the “PG&E 

Other” LCA in Decision 11-06-022.3   

B. DISAGGREGATION OF THE “PG&E OTHER” LOCAL CAPACITY 
AREA IN TRACK 2 OF THIS PROCEEDING 

Although it was permanently aggregated in Decision 11-06-022, the “PG&E Other” LCA 

was disaggregated in Track 2 of this proceeding.  In PG&E’s opening testimony in Track 2 of this 

proceeding, PG&E supported the establishment of a central procurement entity that would procure 

RA capacity to fulfill all local RA requirements on behalf of all Commission-jurisdictional LSEs 

on a front stop basis.4  Recognizing that establishing a central procurement entity would take time, 

PG&E also proposed a transitional framework as a segue into a full central procurement structure.5  

As part of this transitional framework, PG&E supported disaggregation of the “PG&E Other” LCA 

while also expanding the portfolio of the existing Cost Allocation Mechanism (“CAM”)-eligible 

resources.6  PG&E proposed that such CAM-eligible resources should be expanded to include non-

Renewables Portfolio Standard (“RPS”) investor-owned utility (“IOU”) generation resources and 

non-RPS IOU-contracted resources that are in LCAs.7  The resources in CAM would then offset 

the local obligations, with only the remaining obligation allocated to LSEs.8  Adoption of both of 

these elements – disaggregation of “PG&E Other” LCA and CAM expansion – would have 

simplified any attempt at disaggregated procurement in the “PG&E Other” LCAs to meet local 

needs, allowing LSEs to focus only on a smaller set of transactions (and therefore further reducing 

the potential need for California Independent System Operator Corporation (“CAISO”) backstop 

procurement).9    

                                                           
3 Decision 11-06-022, Ordering Paragraph 9. 
4 Pacific Gas and Electric Company Generation Resource Adequacy Program Prepared Testimony, dated 
July 10, 2018 (“PG&E Opening Testimony”), p. 1-1, lines 29-33. 
5 Id., p. 2-12, lines 13-15. 
6 Id., pp.  1-2, lines 4-13; 2-12, lines 20-30. 
7 Id., p. 2-12, lines 28-30. 
8 Id., p. 1-12, lines 10-17. 
9 Id.  This is because all LCAs would be reduced by IOU-controlled resources rather than attempting to 
have each LSE fully address individual requirements through solicitations and bilateral transactions under 
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Other parties, including Calpine Corporation and Shell Energy North America (US), L.P. 

(“Shell Energy”), also proposed disaggregating LCAs into more granular levels, including the 

“PG&E Other” LCA.10  The CAISO and Shell Energy, which both supported disaggregation of 

LCAs, recognized the need to address market power issues and introduced measures to mitigate 

the impact, including the concept of price caps for LCAs.11 Thus, the proposals in Track 2 of this 

proceeding to disaggregate the “PG&E Other” LCA also introduced measures to address market 

power concerns.   

Ultimately, the Track 2 Decision adopted multi-year LSE-based local RA requirements 

with a minimum three-year forward duration instead of a central procurement structure12 and 

disaggregated the “PG&E Other” LCA without adopting specific measures, like PG&E’s CAM 

expansion proposal or price caps, to address concerns, instead relying on market mechanisms (i.e. 

request-for-offers (“RFOs”) and bilateral transactions) to attempt to transfer the necessary 

capacities among all LSEs.13 The Commission stated in the Track 2 Decision that “disaggregation 

of local capacity areas is a necessary first step towards addressing inefficient procurement that 

may lead to backstop procurement under an LSE-based procurement structure.”14   

Notably, the impact of adopting disaggregation of the “PG&E Other” LCA without 

additional measures to mitigate concerns was not thoroughly discussed by PG&E or other parties 

in proposals, workshops, or comments, so there is inadequate information in the existing record 

discussing the factors that would make such an outcome extremely challenging for LSEs with 
                                                           
tight timeframes.  If the CAM expansion proposal had been adopted, LSEs’ focus would be solely on the 
remaining resources in each LCA necessary to meet local requirements. 
10 Testimony of Matthew Barmack on Behalf of Calpine Corporation, dated July 10, 2018, Appendix A, p. 
A-3; Comments of Shell Energy North America (US), L.P. on Track 2 Procedure, dated August 8, 2018 
(“Shell Comments”), Appendix B, p. 8. 
11 California Independent System Operator Corporation Track 2 Reply Comments, dated August 8, 2018, 
p. 5; Shell Comments, Appendix B, p. 8. 
12 Track 2 Decision, Ordering Paragraphs 1, 2, and 8. 
13 Id., Ordering Paragraph 15. The Commission stated: “The Commission sees value in PG&E’s proposal 
to allocate its non-RPS local resources in the “PG&E Other” area through the CAM mechanism. 
However, we decline to do so at this time, absent adoption of a central procurement mechanism for this 
area.” Id., p. 31. 
14 Id., Finding of Fact 13. 
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requirements in the “PG&E Other” LCA.  Further, disaggregation of the “PG&E Other” LCA was 

not included in the original proposed decision issued on November 21, 2018 (because the original 

proposed decision adopted a full central procurement model, making disaggregation of the “PG&E 

Other” LCA unnecessary),15 and parties did not have a procedural opportunity to comment on and 

raise this major issue with the February 15, 2019 revised agenda decision adopting disaggregation 

of the “PG&E Other” LCA16 prior to it being voted upon by the Commission six days later on 

February 21, 2019.  Parties were also prohibited from engaging in ex parte communications 

regarding the substantive changes to the original proposed decision during the six days between 

issuance of the revised proposed decision and the voting meeting because an ex parte ban was in 

place. As a result, parties were unable to alert the Commission of potential concerns prior to the 

issuance of the Track 2 Decision and instead were required to work towards achieving compliance 

over the past seven months.17  

C. ENERGY DIVISION’S SEPTEMBER 3, 2019 RESOURCE ADEQUACY 
STATE OF THE MARKET REPORT 

In order to increase transparency for market participants into the current RA market 

structure, the Track 2 Decision directed Energy Division staff to prepare two reports that address, 

among other things: information regarding local deficiencies, including the number of LSEs that 

are deficient, type of LSE, location of deficiencies, amount of deficiencies (in megawatts), number 

of local RA waiver requests, and anonymized statements from the LSE as to the reason for the 

deficiency (such as which generators bid into the solicitation, whether the bids included dispatch 

rights, or other terms addressing how local resources bid in the energy market).18  On September 

3, 2019, Energy Division Staff published the first of the two reports (“September 3 Staff Report”) 

                                                           
15 Proposed Decision Refining the Resource Adequacy Program, mailed November 21, 2018. 
16 Agenda ID #17045 (Rev. 1) was circulated to the parties on February 15, 2019, via email. 
17 Two other petitions for modification of the Track 2 Decision were filed in this proceeding on March 18, 
2019, and May 24, 2019.  At the time for responses to those filings, PG&E did not know all of the 
information regarding its market interactions discussed in this Petition and, therefore, could not have 
alerted the Commission of all of this information in comments to the prior petitions. 
18 Track 2 Decision, Ordering Paragraphs 16 and 17. 
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for the 2019 compliance year.19  

The September 3 Staff Report includes important information regarding some of the factors 

contributing to the need for this Petition.  As part of the Commission’s local RA program, the 

Commission has instituted a process for an individual LSE to be granted a waiver of penalties for 

failure to meet its local RA requirements (or being deficient) under specific circumstances.20  The 

September 3 Staff Report concluded that, for the 2019 RA compliance year, as many as nine LSEs 

were deficient in the “PG&E Other” LCA in the year-ahead showing and as many as six LSEs 

were deficient in the “PG&E Other” LCA in the month-ahead showings.21  As part of the local RA 

waiver process, LSEs noted reasons for their inability to procure sufficient local RA capacity to 

meet their local RA obligations.22  While LSEs had participated in sellers’ solicitations, issued 

their own solicitations, and contacted market generators, brokers, and other LSEs, some LSEs were 

unable to procure sufficient capacity even when prices offered to purchase were well above the 

previous local RA trigger price of $40/kW-year.23 

Based on the September 3 Staff Report, there appears to be a lack of depth in the local RA 

market, particularly in the “PG&E Other” LCA during the 2019 compliance year.  PG&E’s market 

research and activities since the issuance of the Track 2 Decision suggest that the same problems 

will continue, and may increase, in future compliance years.24 This is especially true because the 

Track 2 Decision ordered the disaggregation of the “PG&E Other” LCA, creating an even greater 

challenge for LSEs that must now procure in each of the six LCAs comprising the “PG&E Other” 

LCA, rather than in any of the six LCAs where local capacity may be available.  

 

                                                           
19 Assigned Commissioner’s Ruling on Energy Division’s Resource Adequacy State of the Market Report, 
dated September 3, 2019, Appendix A - The State of the Resource Adequacy Market (“Energy Division 
Report”). 
20 Decision 06-06-064, Conclusion of Law 28 and Ordering Paragraph 1; Decision 07-06-029. 
21 Energy Division Report, pp. 15-16.  
22 Id., p. 14. 
23 Ibid. 
24 See Section I.D of this Petition for information regarding PG&E’s research and market activities since 
the issuance of the Track 2 Decision. 
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D. PG&E’S RESEARCH AND MARKET ACTIVITIES SHOWING THAT 
DISAGGREGATION HAS NOT YET ALLOWED FOR EFFICIENT 
PROCUREMENT  

Based on PG&E’s research and market activities since the issuance of the Track 2 Decision, 

it is PG&E’s belief that, although disaggregation of the “PG&E Other” LCA may be a necessary 

first step towards addressing inefficient procurement in meeting individual LCA needs (which was 

the stated reason for the Commission’s decision to disaggregate in the Track 2 Decision), 

disaggregation of the “PG&E Other” LCA is not fully achievable at this time under the 

decentralized procurement paradigm established.  PG&E’s research outlined below indicates that 

capacity located in the “PG&E Other” LCA has been procured by parties other than PG&E that 

are likely unmotivated to transact with LSEs that have “PG&E Other” LCA requirements.  PG&E 

believes it is important to inform the Commission and other LSEs of its conclusion that this market 

paradigm is not performing effectively to meet the Commission’s objectives.  As PG&E stated in 

its 2019 Multi-Year RA Sale Solicitation communications, it does not expect that the RA quantities 

available for sale in PG&E’s 2019 Multi-Year RA Sale Solicitation will fulfill all LSEs’ “PG&E 

Other” LCA-related RA obligations.25  PG&E’s requests for offers for capacity in four LCAs, 

described below in Section I.D.2, further demonstrate that PG&E is seeking to procure, similar to 

other LSEs. All of this information suggests that at least some LSEs will be unable to efficiently 

procure in the disaggregated “PG&E Other” LCA prior to October 31, 2019 and potentially for 

future annual RA compliance filing showings. 

Below, PG&E first identifies factors that create significant barriers for LSE compliance 

with disaggregated local RA procurement obligations in the “PG&E Other” LCA.26  During the 

                                                           
25 See, e.g., 2019 Multi-Year Resource Adequacy (RA) Solicitation, Questions and Answers, available at  
https://www.pge.com/pge_global/common/pdfs/for-our-business-partners/energy-supply/electric-
rfo/wholesale-electric-power-procurement/2019%20Multi-
Year%20RA%20Solicitation/Questions%20and%20Answers%20-%202019%20Pre-
Issuance%20Participants%20Conference_FINAL.pdf.    
26 PG&E’s identification of the factors in this Section of the Petition is based on its research and 
knowledge regarding the California RA market as of the date of this Petition.  This information can be 
derived from publicly available sources. 
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approximately seven months following issuance of the Track 2 Decision, a significant number of 

PG&E’s interactions with market participants have indicated that these and other factors are 

preventing LSEs from efficiently procuring local RA to fulfill their disaggregated “PG&E Other” 

LCA procurement obligations in advance of October 31, 2019 and potentially for future annual 

RA compliance filing showings.27  Factual information in the Declaration related to PG&E’s 

market interactions occurring in the past several months constitutes new information that PG&E 

could not have known during the pre-Track 2 Decision period of this proceeding and, therefore, 

could not have been raised by PG&E (or any other party) in the record or considered by the 

Commission until now. PG&E also identifies below the various actions PG&E has taken over the 

past approximately seven months to comply with the disaggregated local RA requirements adopted 

in the Track 2 Decision. 

1. Factors Creating Significant Barriers to LSE Compliance with 
Disaggregated Procurement Obligations in the “PG&E Other” LCA 

There are a number of factors that create significant barriers to LSE compliance with 

disaggregated procurement obligations in the “PG&E Other” LCA.  First, based on PG&E’s 

research, PG&E believes that a substantial share of capacity in the “PG&E Other” LCA is owned 

by or under contract to non-Commission-jurisdictional municipal utilities that do not have 

compliance obligations under the Commission’s local RA program.28  These non-Commission-

jurisdictional entities do not have requirements for each of the disaggregated “PG&E Other” 

LCAs, and therefore may have little incentive to sell their positions.29  Thus, PG&E observes that 

municipal utilities that have little incentive to sell capacity in any of the “PG&E Other” LCAs to 

Commission-jurisdictional LSEs serve as a barrier to meeting the disaggregated local RA 

compliance obligations. 

                                                           
27 Declaration, ¶ 3.   
28 Declaration, ¶ 7.  PG&E’s research indicates that the following percentages of capacity in the “PG&E 
Other” LCAs are owned by municipal utilities: 4% of total Kern capacity, 14% of total North Coast North 
Bay capacity, 17% of total Sierra capacity, and 22% of total Stockton capacity. Declaration, ¶8.   
29 Declaration, ¶9.   
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PG&E also believes, based on its recent research, that a substantial share of capacity in the 

“PG&E Other” LCA is owned by or under contract to Commission-jurisdictional entities that do 

not serve load in PG&E’s service territory.30  Accordingly, these Commission-jurisdictional 

entities do not have requirements for each of the disaggregated “PG&E Other” LCAs.31 PG&E 

believes that these entities likely procured these resources for other compliance purposes, such as 

system RA requirements or RPS requirements.32 Therefore, these entities may not be able to sell 

their positions unless it is in exchange for other RA and the sale does not impact the primary 

purpose for the original procurement.33  Thus, PG&E observes that Commission-jurisdictional 

entities that have little incentive to sell capacity in any of the “PG&E Other” LCAs to LSEs with 

“PG&E Other” LCA obligations serve as a barrier to meeting the disaggregated local RA 

compliance obligations.34 

Based on PG&E’s research, PG&E further understands that some resources currently under 

development in the “PG&E Other” LCA could come online in the Year 2 and Year 3 RA 

compliance periods.35 These resources could potentially reduce the impact of the other barriers 

listed above.36  However, as these resources are not currently on the net qualifying capacity 

(“NQC”) list, it is not clear how these resources conform with the existing local RA rules as 

                                                           
30 Declaration, ¶10.  PG&E’s research indicates that the following percentages of capacity in the “PG&E 
Other” LCAs are owned by or contracted with Commission-jurisdictional entities that do not have a 
“PG&E Other” LCA local RA compliance obligation: 10% of total Kern capacity, 30% of total North 
Coast North Bay capacity, 1% of total Sierra capacity, and 3% of total Stockton capacity. Declaration, 
¶11.   
31 Declaration, ¶12. 
32 Declaration, ¶13. 
33 Declaration, ¶14.   
34 PG&E notes that in its 2019 Multi-year Sale Solicitation it attempted to offer RA swap transactions, in 
which an entity holding local attributes that were not needed for that LSE’s compliance could trade the 
local RA for an equal amount of system and flex RA plus a payment.  Declaration, ¶15. While 
conceptually PG&E envisioned that such a product could resolve problems transferring local RA, it does 
not appear to be successful to address all situations. Declaration, ¶16.   
35 Declaration, ¶17.   
36 Declaration, ¶18. 
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described in the Draft 2020 RA Guide.37 Therefore, PG&E has observed that the uncertainty in 

how LSEs comply with local RA rules when including resources that come online in the Year 2 

and Year 3 compliance periods serves as a barrier to meeting the disaggregated local RA 

compliance obligations.   

2. Actions PG&E has Taken to Comply with the Disaggregated “PG&E 
Other” LCA Requirements and Make its Capacity Available to the 
Market 

In consultation with its procurement review group, and under the oversight of independent 

evaluators, PG&E has undertaken the following commercial activities to meet its disaggregated 

local RA compliance obligations and make its capacity available to the market:38  

 2018 Multi-Year RA Request for Bids launched on March 15, 2018 to sell Local, System 

and Flex RA for 2019-2022. 

 Multi-Year Purchase Electronic Solicitation launched on June 28, 2019 seeking to 

procure volumes in North Coast/North Bay, Sierra, Kern and Stockton. 

 Multi-Year Sale Solicitation – Phase 1 launched on July 26, 2019 for sales of Local, 

System, and Flexible RA, and Import Allocation Rights for the years 2020 through 2022 

pursuant to a confirmation.39  

 Market notice issued August 5, 2019 seeking to procure volumes in North Coast/North 

Bay, Sierra, Kern, and Stockton.  

 Market notice issued August 16, 2019 seeking to procure volumes in North Coast/North 

Bay, Sierra, Kern and Stockton.  

 Posted market notice on CAISO Power Contracts Bulletin Board on August 29, 2019 

seeking to procure volumes in North Coast/North Bay, Sierra, Kern and Stockton.  

 Reached out to broker market to procure volumes in North Coast/North Bay, Sierra, Kern 
                                                           
37 Declaration, ¶19.  The Draft 2020 RA Guide has incorporated language allowing IOUs to use CAM 
resources by listing them on the physical resource tab in the local templates; however, there is no 
indication of how non-CAM resources that are expected to come online in the 3-year forward period can 
be used towards meeting an LSE’s local requirements.  Declaration, ¶20. 
38 Declaration ¶21. 
39 PG&E indicated it may also execute a limited number of swaps. For purposes of this solicitation, a 
swap was limited to PG&E sale of local RA paired with a PG&E purchase of system or local RA. 
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and Stockton at the CAISO Capacity Procurement Mechanism (CPM) soft-offer cap 

($6.31) in mid-August 2019 (“CPM soft-offer cap”). 

 Sent emails and initiated discussions with generators that did not respond to prior notices 

but own RA capacity in LCAs in an effort to procure volumes in North Coast/North Bay, 

Sierra, Kern and Stockton. 

II. PURPOSE OF THIS PETITION 

This Petition seeks to address likely impending compliance issues in the Commission’s 

local RA program resulting from the disaggregation of the “PG&E Other” LCA in the Track 2 

Decision.  As described above, while the Commission intended for disaggregation of the “PG&E 

Other” LCA to improve the state of the RA market by “addressing inefficient procurement that 

may lead to backstop procurement,”40 PG&E now believes that fully disaggregated procurement 

in the “PG&E Other” LCA is not achievable at this time under the decentralized procurement 

paradigm ordered in the Track 2 Decision.  PG&E believes this is at least in part because it appears 

that some capacity located in the “PG&E Other” LCA is “stranded” (meaning that it has been 

procured for a purpose that is unrelated to local RA requirements and it has not been made 

available for sale).  PG&E has more insight into the situation now than it did upon issuance of the 

Track 2 Decision, because it has seen the capacity that has been made available in its recent 

solicitations, as well as the capacity that has not been made available. As such, PG&E wanted to 

inform the Commission and other LSEs of PG&E’s beliefs regarding the current situation, prior to 

executing transactions in PG&E’s 2019 Multi-Year RA Sale Solicitation.   

In PG&E’s view, the difficulties presented by the Commission’s new paradigm threaten to 

derail LSE compliance despite good faith efforts.  In order to avoid such an unintended outcome, 

PG&E is submitting this Petition to request changes to the Track 2 Decision that would provide 

LSEs with an alternative way to comply with their “PG&E Other” LCA requirements in the year-

                                                           
40 Track 2 Decision, pp. 30-31, Finding of Fact 13. 
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ahead compliance showing due October 31 of each year.41 

III. PETITION FOR MODIFICATION 

In light of the foregoing, PG&E respectfully requests that the Commission modify the 

Track 2 Decision to establish the “Alternative ‘PG&E Other’ LCA RA Compliance Mechanism,” 

the requirements of which are described in the next paragraph of this Section III.  The Alternative 

“PG&E Other” LCA RA Compliance Mechanism utilizes existing Commission processes and 

procedures that are familiar to parties and would not create any additional complication or require 

the use of additional resources by parties or the Commission.  The Alternative “PG&E Other” 

LCA RA Compliance Mechanism would be available to LSEs for the annual RA compliance 

showing due on October 31 of each year for local RA requirements and the respective monthly 

local RA compliance requirements. Through the Alternative “PG&E Other” LCA RA Compliance 

Mechanism, LSEs will be able to ensure compliance with their local RA requirements to procure 

sufficient RA capacity to meet their allocated requirements in each of the disaggregated “PG&E 

Other” LCAs.  Importantly, the modification requested in this Petition would allow LSEs the 

opportunity to remain in compliance with their procurement obligations at all times and provide 

certainty in this regard.  This is different from the existing local penalty waiver process, which 

only allows an LSE to request relief from penalties after submitting a compliance filing that 

demonstrates non-compliance.  The local RA waiver process also fails to provide certainty to 

LSEs, as the Commission retains discretion to deny waiver requests regardless of whether the 

required demonstrations are made. 

To comply through the Alternative “PG&E Other” LCA RA Compliance Mechanism, an 

LSE will be required to complete two actions: (1) in respect of its disaggregated “PG&E Other” 

                                                           
41 PG&E understands that some LSEs may plan to submit local RA penalty waiver requests in connection 
with any failures to meet disaggregated “PG&E Other” LCA requirements.  This Petition does not seek to 
alter the Commission’s local waiver process or make local waivers unavailable to LSEs that qualify for 
such waivers.  Rather, this Petition seeks to provide LSEs with an alternative way to comply with their 
disaggregated “PG&E Other” LCA requirements, eliminating the need for an LSE to obtain a local RA 
penalty waiver if it successfully completes the requirements of the alternative mechanism.  
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LCA requirements, the LSE must make the demonstrations required as part of the current local 

RA waiver process through submission of a Tier 2 Advice Letter, as ordered in Decision 19-06-

026;42 and (2) if the LSE is able to make such demonstrations with respect to its disaggregated 

requirements, then in its October 31 compliance filing the LSE must also demonstrate procurement 

of local RA capacity within the “PG&E Other” LCAs such that the LSE’s collective procurement 

of local RA in the Humboldt, North Coast/North Bay, Sierra, Stockton, Fresno and Kern LCAs 

meets the LSE’s collective requirement for these areas.43   

The demonstrations required as part of required action 1 above (i.e. the current local RA 

waiver requirements) are copied and pasted here for convenience, as follows: 

 (1) a demonstration that the LSE reasonably and in good faith solicited bids for its RAR 

capacity needs along with accompanying information about the terms and conditions of the 

Request for Offer or other form of solicitation, and 

(2) a demonstration that despite having actively pursued all commercially reasonable 

efforts to acquire the resources needed to meet the LSE’s local procurement obligation, it 

either:  

(a) received no bids, or 

(b) received no bids for an unbundled RA capacity contract of under $51 per kW-

                                                           
42 Decision 19-06-026, Ordering Paragraph 8. In other words, the LSE must qualify for and submit a local 
RA waiver request in the exact same manner as it would do if it was simply seeking a local RA waiver 
related to a failure to meet its disaggregated “PG&E Other” LCA requirements.   Importantly, PG&E’s 
understanding is that to successfully demonstrate that an LSE has actively pursued commercially 
reasonable efforts to acquire the resources needed to meet the LSE’s local procurement obligation, the 
LSE must execute all transactions that were offered to it at prices below the thresholds set forth in Section 
21 of the Commission’s RA filing guide provided the LSE include what the LSE believes are reasonable 
terms and/or conditions.  Accordingly, in order to successfully complete action 1 of the Alternative 
“PG&E Other” LCA RA Compliance Mechanism, an LSE must execute all transactions that were offered 
to it in each disaggregated LCAs at prices below the applicable thresholds and that include what it 
believes are reasonable terms and/or conditions, up to its total need in each disaggregated LCA. 
43 To be clear, only LSEs that complete the first action (i.e. making the demonstrations required as part of 
the local waiver process in respect of its disaggregated “PG&E Other” LCA requirements) will be eligible 
to complete the second action and thereby comply through the Alternative “PG&E Other” LCA RA 
Compliance Mechanism. 
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year or for a bundled capacity and energy product of under $73 per kW-year, or 

(c) received bids below these thresholds but such bids included what the LSE 

believes are unreasonable terms and/or conditions, in which case the waiver request 

must demonstrate why such terms and/or conditions are unreasonable.44 

Successful completion of the two actions described above would be sufficient for an LSE to be 

deemed compliant with its “PG&E Other” LCA requirements in accordance with the Track 2 

Decision. 

PG&E believes these are reasonable measures to demonstrate compliance with an LSE’s 

local RA requirements to procure sufficient RA capacity to meet the disaggregation of the “PG&E 

Other” LCA, given the variety of market issues identified above. The necessary modifications to 

the Track 2 Decision to implement this modification are set forth in Exhibit 1 to this Petition. 

IV. REQUEST FOR EXPEDITED CONSIDERATION  

In light of the urgency behind this Petition, PG&E requests that the Commission act on an 

expedited schedule to consider this Petition.  PG&E is concurrently filing a motion to shorten the 

time for responses to this Petition from 30 days to 7 days. Time is of the essence in resolving the 

issues presented herein so that the Commission can avoid potentially significant issues arising in 

the RA program. 

V. CONCLUSION 

For the reasons discussed above, PG&E urges the Commission to grant the relief sought in 

this Petition.  Granting the Petition would be reasonable and appropriate given the need to mitigate 

the potential compliance issues in the local RA program created by the barriers described above.  

Revisions to the Track 2 Decision to remedy the issues presented in this Petition are set forth in 

Exhibit 1.  PG&E appreciates the Commission’s consideration of this Petition and urges 

expeditious resolution of this matter.  

 

                                                           
44  Decision 06-06-064, Section 3.3.12, as modified by Decision 19-06-026. 
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Dated: September 11, 2019 
 

Respectfully Submitted, 

NOELLE R. FORMOSA 

By:        /s/ Noelle Formosa 
NOELLE R. FORMOSA 

Pacific Gas and Electric Company 
77 Beale Street, B30A 
San Francisco, CA  94105 
Telephone: (415) 973-4655 
Facsimile: (415) 973-5520 
E-Mail:  Noelle.Formosa@pge.com 

Attorneys for 
PACIFIC GAS AND ELECTRIC COMPANY 

 
 

                            16 / 72



 

 
 

 
 

EXHBIIT 1 
To Petition for Modification of Decision 19-02-022  

by Pacific Gas and Electric Company (U 39 E) 

                            17 / 72



 

1 
 

Exhibit 1 
To Petition for Modification of Decision 19-02-022  

by Pacific Gas and Electric Company (U 39 E) 
 

Suggested Revisions to Decision 19-02-02245 
 

Pages 29-31 (footnotes omitted) 
 
3.3.1. Disaggregation of Local Areas 
 
The CAISO has continually supported disaggregation of local capacity areas to the local and sub-

local capacity area, arguing that this would more closely tie procurement to local capacity needs 

and operational requirements, result in more efficient and effective local capacity procurement 

and reduce the need for backstop procurement. Under its transitional LSE-based proposal, PG&E 

recommends that the “PG&E Other” area be disaggregated to the local capacity area. (PG&E 

Opening Testimony at 1-7.)  PG&E has also provided evidence indicating that there are 

significant challenges for LSEs to comply with disaggregated “PG&E Other” LCA 

requirements. 

The Commission understands that local area requirements are driven by constraints in sub-local 

areas and collective deficiencies may arise when procurement does not address certain sub-local 

constraints, even if all LSEs meet their individual local requirements. The CAISO’s backstop 

authority and decisions are made based on sub-local needs and collective deficiencies. The 

Commission also recognizes that the decision to aggregate local areas in the first instance was to 

mitigate market power in constrained local areas. There appears to be considerable tension 

between the goals of mitigating market power and minimizing the risk of backstop procurement. 

While the Commission agrees with the CAISO that the disaggregation of all local areas to the 

sub-local area level will more closely tie procurement requirements with local capacity needs 

and operational requirements, reducing the potential for inefficient local procurement and 

CAISO backstop procurement, we are not convinced that this level of disaggregation is workable 

in the current bilateral market and may lead to LSE deficiencies and inevitable backstop 

procurement, which the Commission is attempting to avoid in this proceeding. 

                                                           
45 Suggested revisions are shown in blue, bolded, underlined font. 
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Because we adopt LSE-based requirements, we believe that the disaggregation of the “PG&E 

Other” local area is a necessary first step towards addressing inefficient procurement that may 

lead to backstop procurement. This level of disaggregation will also provide useful feedback to 

the Commission in assessing further disaggregation to the sub-local area level. The Commission 

also encourages LSEs to consider sub-local needs when making procurement decisions so as to 

avoid inefficient procurement. 

Recognizing that the disaggregation of the “PG&E Other” LCA may create challenges for 

LSEs to comply with disaggregated “PG&E Other” LCA requirements, we provide for an 

alternative compliance mechanism, the “Alternative ‘PG&E Other’ LCA RA Compliance 

Mechanism,” for LSEs to comply with their local RA requirements in the “PG&E Other” 

LCA. To comply through the Alternative “PG&E Other” LCA RA Compliance 

Mechanism, an LSE is required to complete two actions: (1) in respect of its disaggregated 

“PG&E Other” LCA requirements, the LSE must make the demonstrations  required as 

part of the current local RA waiver process through submission of a Tier 2 Advice Letter, 

as ordered in Decision 19-06-026;  and (2) if the LSE is able to make such demonstrations 

with respect to its disaggregated requirements, then in its October 31 compliance filing the 

LSE must also demonstrate procurement of local RA capacity within the “PG&E Other” 

LCAs such that the LSE’s collective procurement of local RA in the Humboldt, North 

Coast/North Bay, Sierra, Stockton, Fresno and Kern LCAs meets the LSE’s collective 

requirement for these areas.  For clarity: in order to successfully complete action 1 of the 

Alternative “PG&E Other” LCA RA Compliance Mechanism, an LSE must execute all 

transactions that were offered to it in each disaggregated local area at prices below the 

applicable thresholds and that include what it believes are reasonable terms and/or 

conditions. 

Additionally, PG&E proposes that the Cost Allocation Mechanism (CAM) be applied to all of its 

existing non-Renewable Portfolio Standard (RPS) utility-owned generation and non-RPS 

resource contracts in the “PG&E Other” area. (PG&E Opening Testimony at 2-11.) PG&E 

asserts that “in many local areas, PG&E resources constitute most, if not all, of the local 

resources. These resources have been approved by the Commission and therefore, should be 

fully taken into account in each local area, so that other LSEs are not obligated to obtain other 
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resources where PG&E resources are already in place.” AReM opposes expansion of CAM for 

this purpose based on a lack of statutory authority. 

The Commission sees value in PG&E’s proposal to allocate its non-RPS local resources in the 

“PG&E Other” area through the CAM mechanism. However, we decline to do so at this time, 

absent adoption of a central procurement mechanism for this area. 

 

Findings of Fact: 

13. The disaggregation of local capacity areas is a necessary first step towards addressing 

inefficient procurement that may lead to backstop procurement under an LSE-based procurement 

structure; however, we recognize that, because there are significant challenges for LSEs to 

comply with disaggregated “PG&E Other” LCA requirements, the disaggregation of 

“PG&E Other” LCA necessitates an alternative mechanism for compliance to avoid 

significant non-compliance. 

 

Conclusions of Law:  

10. The “PG&E Other” local area should be disaggregated under an LSE-based multi-year local 

procurement structure and an alternative compliance mechanism, the “Alternative ‘PG&E 

Other’ LCA RA Compliance Mechanism” described in the discussion portion of this 

Decision should be made available for LSEs to comply with local RA requirements in the 

“PG&E Other” LCA.  

 

Ordering Paragraphs: 

15. The “Pacific Gas and Electric Company (PG&E) Other” local area shall be disaggregated to 

the local capacity area.  LSEs may utilize the “Alternative ‘PG&E Other’ LCA RA 

Compliance Mechanism” described in the discussion portion of this Decision to meet 

disaggregated “PG&E Other” LCA local RA requirements. Any LSE that successfully 

completes the requirements of the Alternative “PG&E Other” LCA RA Compliance 
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Mechanism described in the discussion portion of this Decision shall be deemed compliant 

with its “PG&E Other” LCA requirements in accordance with this Decision. 

                            21 / 72



 
 

 
 

Exhibit 2 
To Petition for Modification of Decision 19-02-022  

by Pacific Gas and Electric Company (U 39 E) 
 
 

(CONFIDENTIAL PORTIONS OF APPENDIX A OF EXHIBIT 2 HAVE 
BEEN EXCLUDED FROM THE PUBLIC VERSION) 

 

 

                            22 / 72



 

BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

Order Instituting Rulemaking to Oversee the 
Resource Adequacy Program, Consider 
Program Refinements, and Establish Annual 
Local and Flexible Procurement Obligations 
for the 2019 and 2020 Compliance Years. 

R.17-09-020 
(Filed September 28, 2017) 

DECLARATION OF ANNA FOGLESONG IN SUPPORT OF 
PETITION FOR MODIFICATION OF DECISION 19-02-022 BY             

PACIFIC GAS AND ELECTRIC COMPANY (U 39 E) 

 

 
 

 
 
 
 
 
 
 
 
 
NOELLE R. FORMOSA 
 
Pacific Gas and Electric Company 
77 Beale Street, B30A 
San Francisco, CA  94105 
Telephone: (415) 973-4655 
Facsimile: (415) 973-5520 
E-Mail:  Noelle.Formosa@pge.com 
 
Attorneys for 
PACIFIC GAS AND ELECTRIC COMPANY 
 

Dated: September 11, 2019  
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA 

Order Instituting Rulemaking to Oversee the 
Resource Adequacy Program, Consider 
Program Refinements, and Establish Annual 
Local and Flexible Procurement Obligations 
for the 2019 and 2020 Compliance Years. 

R.17-09-020 
(Filed September 28, 2017) 

DECLARATION OF ANNA FOGLESONG IN SUPPORT OF      
PETITION FOR MODIFICATION OF DECISION 19-02-022 BY             

PACIFIC GAS AND ELECTRIC COMPANY (U 39 E) 

I, Anna Foglesong, declare as follows under penalty of perjury: 

1. My name is Anna Foglesong. I am the Director, Energy Transactions and Legislative 

Policy at Pacific Gas and Electric Company (“PG&E”).  My business address is 77 Beale Street, 

San Francisco, CA 94105. 

2. I submit this declaration in support of the allegations of new facts not previously 

introduced into the record pursuant to Rule 16.4(b) of the California Public Utilities Commission’s 

Rules of Practice and Procedure. 

3. A significant number of PG&E’s interactions with market participants since the issuance 

of the Track 2 Decision indicate that the factors set forth in Section I.D of the Petition and other 

factors are preventing LSEs from efficiently procuring local RA to fulfill their disaggregated 

“PG&E Other” LCA procurement obligations in advance of the October 31, 2019 and potentially 

for future annual RA compliance filing showings. 

4. Certain of these PG&E interactions with market participants are described in confidential 

Appendix A to this Declaration (the “Market Interactions”).  

5. Each of the Market Interactions took place on a date during the approximately seven 

months following issuance of the Track 2 Decision. 

6. The descriptions of the Market Interactions are true and correct. 

7. PG&E’s market research shows that a substantial share of capacity in the “PG&E Other” 
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LCA is owned by or under contract to non-Commission-jurisdictional municipal utilities that do 

not have compliance obligations under the Commission’s local RA program. 

8. PG&E’s research indicates that the following percentages of capacity in the “PG&E 

Other” LCAs are owned by municipal utilities: 4% of total Kern capacity, 14% of total North Coast 

North Bay capacity, 17% of total Sierra capacity, and 22% of total Stockton capacity. 

9. These non-Commission-jurisdictional entities do not have requirements for each of the 

disaggregated “PG&E Other” LCAs, and therefore may have little incentive to sell their positions. 

10. PG&E’s market research shows that a substantial share of capacity in the “PG&E 

Other” LCA is owned by or under contract to Commission-jurisdictional entities that do not serve 

load in PG&E’s service territory. 

11. PG&E’s research indicates that the following percentages of capacity in the “PG&E 

Other” LCAs are owned by or contracted with Commission-jurisdictional entities that do not have 

a “PG&E Other” LCA local RA compliance obligation: 10% of total Kern capacity, 30% of total 

North Coast North Bay capacity, 1% of total Sierra capacity, and 3% of total Stockton capacity. 

12. Accordingly, these Commission-jurisdictional entities do not have requirements for 

each of the disaggregated “PG&E Other” LCAs. 

13. PG&E believes that these entities likely procured these resources for other compliance 

purposes, such as system RA requirements or RPS requirements. 

14. These entities may not be able to sell their positions unless it is in exchange for other 

RA and the sale does not impact the primary purpose for the original procurement. 

15. In its 2019 Multi-year Sale Solicitation, PG&E attempted to offer RA swap 

transactions, in which an entity holding local attributes that were not needed for that LSE’s 

compliance could trade the local RA for an equal amount of system and flex RA plus a payment.   

16. While conceptually PG&E envisioned that such a product could resolve problems 

transferring local RA, it does not appear to be successful to address all situations. 

17. PG&E’s market research shows that some resources currently under development in 

the “PG&E Other” LCA could come online in the Year 2 and Year 3 RA compliance periods.  
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18. These resources could potentially reduce the impact of the other barriers listed in 

Section I.D of the Petition. 

19. Resources that come online in the Year 2 and Year 3 RA compliance periods are not 

currently on the net qualifying capacity (“NQC”) list; it is not clear how these resources conform 

with the existing local RA rules as described in the Draft 2020 RA Guide. 

20. The Draft 2020 RA Guide has incorporated language allowing IOUs to use CAM 

resources by listing them on the physical resource tab in the local templates; however, there is no 

indication of how non-CAM resources that are expected to come online in the 3-year forward 

period can be used towards meeting an LSE’s local requirements. 

21. In consultation with its procurement review group, and under the oversight of 

independent evaluators, PG&E has undertaken the following commercial activities to meet its 

disaggregated local RA compliance obligations and make its capacity available to the market:  

 2018 Multi-Year RA Request for Bids launched on March 15, 2018 to sell Local, System 

and Flex RA for 2019-2022. 

 Multi-Year Purchase Electronic Solicitation launched on June 28, 2019 seeking to 

procure volumes in North Coast/North Bay, Sierra, Kern and Stockton. 

 Multi-Year Sale Solicitation – Phase 1 launched on July 26, 2019 for sales of Local, 

System, and Flexible RA, and Import Allocation Rights for the years 2020 through 2022 

pursuant to a confirmation.1  

 Market notice issued August 5, 2019 seeking to procure volumes in North Coast/North 

Bay, Sierra, Kern, and Stockton.  

 Market notice issued August 16, 2019 seeking to procure volumes in North Coast/North 

Bay, Sierra, Kern and Stockton.  

 Posted market notice on CAISO Power Contracts Bulletin Board on August 29, 2019 

seeking to procure volumes in North Coast/North Bay, Sierra, Kern and Stockton.  

                                                           
1 PG&E indicated it may also execute a limited number of Swaps. For purposes of this Solicitation, a 
Swap was limited to PG&E sale of Local RA paired with a PG&E purchase of System or Local RA. 
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 Reached out to broker market to procure volumes in North Coast/North Bay, Sierra, Kern 

and Stockton at the CAISO Capacity Procurement Mechanism (CPM) soft-offer cap 

($6.31) in mid-August 2019 (“CPM soft-offer cap”). 

 Sent emails and initiated discussions with generators that did not respond to prior notices 

but own RA capacity in local areas of need in an effort to procure volumes in North 

Coast/North Bay, Sierra, Kern and Stockton.  

 

I declare under penalty of perjury under the laws of California that the foregoing is true and 

correct and that this declaration was executed on September 11, 2019, at San Francisco, 

California. 

 

 

By:      /s/ Anna Foglesong  
ANNA FOGLESONG 
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